STAFF REPORT


DATE:	January 12, 2016

TO:	City Council

FROM:	Mike Webb, Assistant City Manager and Director of Community Development & Sustainability 
	Katherine Hess, Community Development Administrator

SUBJECT:	Nishi Gateway – Planning Application #14-57: General Plan Amendment #08-14, Rezoning/PPD #06-14, Annexation #2-14. 



I. [bookmark: _Ref436385607]Recommendation
Staff recommends the City Council: 
1. On Tuesday, January 12, 2016
	Hold a workshop on the applications, with
a. Staff, consultant, and applicant presentations;
b. Councilmember questions; and
c. Public Testimony (limited duration)

The purpose of the January 12 workshop is to formally introduce the project and applications to the Planning Commission and the public. Although many of the materials will be available in advance of the meeting, Councilmembers are not expected to have fully absorbed the materials by the time of the workshop.

2. On Tuesday, January 19, 2016:
	Hold a public hearing on the Environmental Impact Report, and project applications, with
a. Staff summary of applications and responses to questions; and
b. Public testimony; and
c. Deliberation and a approval of the following: 
i. Resolution making CEQA findings (certification of the EIR, statement of overriding considerations, and rejection of alternatives)
ii. General Plan Amendment (Nishi Property) 
iii. Prezoning and Preliminary Planned Development (Nishi Property) 
iv. Gateway/Olive Drive Specific Plan Amendment (West Olive Drive)
v. Development Agreement, including Baseline Project Features as required by Chapter 41of the Davis Municipal Code (Nishi Property)
vi. Resolution calling for Election on General Plan Amendment and Baseline Project Features


Staff notes that the incremental process for review of the Nishi Gateway proposal, and the expectation for subsequent review and implementation actions, is different from a more typical review process such as the one for Cannery. The Nishi Gateway review process has been influenced by both the collaborative nature of the planning effort (including the expectation for UC Regents approval of the necessary roadway connection) and the Measure R requirement for voter approval. The goal of this phase of the analysis is to provide sufficient information for the City Council to take action on the General Plan Amendment, Prezoning, and Development Agreement and make a decision on whether to place the application on the ballot. These actions include mechanisms for future reviews and actions to ensure compliance with the Development Agreement and Baseline Project Features. The City Council will have additional opportunities to take action on implementing mechanisms such as the tax-sharing agreement; impact fees, fair-share contributions, and credits for infrastructure; and Community Facilities District financing structure.

Final Council action to place the General Plan Amendment on the June 2016 ballot would be required by February 16, 2016. The City Council meetings of February 2 and 16 are available for subsequent Council discussions, if needed. Finalizing the Development Agreement could, technically, continue later into 2016 but should be completed as soon as possible.

This report is organized into the following sections:
I. Recommendation (page 1)
II. City Council Goals (page 2)
III. [bookmark: _Ref439952016]Fiscal Impact (page 2)
IV. Summary Project Description (page 3)
V. Background (page 5)
VI. Project Analysis based on City Council Project Goals and Guiding Principles for Davis Innovation Center(s) (page 8)
VII. Environmental Review and Air Quality Issues (page 8)
VIII. Entitlements Requested and Baseline Project Features (page 12)
IX. Conclusion (page 15)

II. [bookmark: _Ref439952001]City Council Goals
This effort supports the following Goals/Objectives/Tasks:
· Drive Innovation and Economic Vitality / Facilitate business development through entrepreneur and startup support.
· Task: Facilitate dispersed innovation center strategy by: Completion of EIRs and public hearings for innovation center applications; and Support the community decision-making process on Measure R regarding innovation centers and Nishi Gateway through education regarding challenges and opportunities. 
· Build and Promote a Vibrant Downtown/Improve the downtown as a destination both for Davis residents and for visitors.
· Task: Complete environmental review and application processing for Nishi Gateway.

III. Fiscal Impact
The fiscal and economic analysis by Economic and Planning Systems (summary, Attachment 16) concluded that the Nishi Gateway development is estimated to produce an annual net General Fund deficit of approximately $78,000 at buildout, with $1,273,000 in revenues and $1,351,000 in service costs. The EPS analysis identifies “Managing for Fiscal Success” measures that could result in a fiscal surplus of up to $465,000 per year. For additional discussion on Fiscal Impacts and the review by the Finance and Budget Commission, see the analysis of Fiscal Consideration on page 6. The Finance and Budget Commission will be discussing fiscal impacts, economic impacts, and infrastructure financing alternatives at its meeting on January 11 – staff will report Commission recommendations as part of the workshop presentation on the 12th. 

IV. [bookmark: _Ref436385252]Summary Project Description
The requested applications would grant land-use entitlements to allow the 47-acre unincorporated Nishi property to be annexed to the City of Davis and developed as a mixed-use innovation district. The project also includes rezoning of properties on West Olive Drive to accommodate redevelopment at greater density/intensity, should property owners desire to do so.
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The Nishi project includes 
· 650 residential units
· 440 apartments
· 210 condominiums
· 325,000 square feet of office/R&D uses
· 20,000 square feet of ancillary retails (coffee shop, café, etc.)
· 19 acres of open space, park, and greenbelt
· 3.3 acres of the Putah Creek Parkway
· Two parks totaling 11 acres
· An additional 4 acres of stormwater detention adjacent to the southern park
· A hotel or extended stay hotel is proposed as a conditionally-permitted use, subject to subsequent review and market analysis.

Vehicular access is proposed from West Olive Drive and a new grade-separated crossing of the railroad tracks to Old Davis Road. Bicycle/pedestrian access would also be provided through the Putah Creek Parkway connections to South Davis and the UC Davis Arboretum.

The project requires a General Amendment and Prezoning/Rezoning. Because the Nishi property would be re-designated from Agriculture to urban uses, voter approval would be required under Measure J/R (Municipal Code Chapter 41). Changes to West Olive Drive would not require Measure J/R vote and would be entitled through an amendment to the Gateway / Olive Drive Specific Plan. 
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V. [bookmark: _Ref436385236]Background 
1. Prior City Council Reviews and Directions on the Applications
The City Council has reviewed the collaborative planning effort and applications for the project over the past three years. Considering Nishi Gateway as a mixed-use innovation district is a component of the dispersed innovation center strategy approved in 2012. This strategy included maximizing existing inventory to increase development certainty and flexibility, considering the Gateway as the City’s top innovation center priority due to the proximity to the University and property owner and University interest. This followed the Studio 30 report that concluded the Nishi property has a walkable and bike-friendly location that lends itself to a dense, mixed-use development that could serve as a catalyst for early phase companies. (See background materials at http://www.cityofdavis.org/business/innovation-centers/city-s-process/planning-documents.) 

On November 27, 2012, the City Council approved a pre-development cost funding and negotiation agreement to cover environmental, planning, and public outreach processes. The agreement envisioned completion of the planning process culminating in a Measure J/R vote for the Nishi property. If the project is approved, the property owner would be required to repay the City for its share of the predevelopment expenses.

On October 1, 2013, the City Council confirmed its City-specific goals for the efforts to plan the Nishi property and nearby UC Davis campus property as a mixed-use innovation district (see discussion, page 8).

On February 11, 2014, the City Council received a presentation from City and UC Davis staff and consultants on alternative preliminary design frameworks for the City-University Gateways district, and directed staff to begin community outreach.

On July 15, 2014, the City Council reviewed community outreach plans and directed the beginning of the CEQA review process.

On January 13, 2015, the City Council approved the project description, project objectives, and EIR alternatives for the purpose of initiating the EIR for Nishi Gateway. 

On June 2, 2015, the City Council heard updates from staff and the Innovation Center subcommittee of Mayor Pro Tem Davis and Councilmember Swanson and approved Negotiation Protocol for the Development Agreements for Innovation Center(s) and Nishi Gateway (Attachment 9).

On September 15, 2015, the City Council received a presentation of the fiscal and economic analyses (Attachment 14) prepared for Nishi Gateway and the Mace Ranch Innovation Center.

On November 17, 2015, the City Council received a status report on application and environmental review and directed staff to proceed with a schedule that would allow City Council to place the applications on the June 2016 ballot for a Measure J/R vote.

2. Advisory Commission Reviews
In summer 2014, the project was presented to the following City Commissions as an informational item:
· Finance and Budget
· Natural Resources
· Open Space and Habitat
· Recreation and Park
· Social Services
Commissioners were encouraged to visit the project website at www.NishiGateway.org and complete the on-line comment tool.

More recently, in 2015, the project applications were presented to the City Commissions for recommendations to the Planning Commission and City Council on topics of their expertise. Commissions were also asked to make a determination on whether the proposal appropriately meets the Guiding Principles approved by the City Council. 
· Bicycling, Transportation, and Street Safety (October 27)
· Natural Resources (November 30)
· Open Space and Habitat (November 2)
· Recreation and Park (October 15)
· Social Services (November 16)

A summary of Commission comments is included as Attachment 12. Commission comments are also reflected in the discussion of the various issue areas covered in this report.

The Natural Resources, Open Space and Habitat, and Bicycling Transportation and Street Safety Commission also made comments on the Draft EIR. These comments are addressed in the FEIR document. The Natural Resources Commission also reviewed and commented on the Sustainability Implementation Plan. 

3. [bookmark: _Ref440008930]Planning Commission Check-in, Public Meeting on EIR, Workshop, Public Hearing, and Recommendation

On August 27, 2014, the Planning Commission received an update on the project and the review process.

On October 14, 2015, the Planning Commission held a public meeting on the Draft Environmental Impact Report. A member of the public and Planning Commissioners asked questions and made comments on the DEIR document.

The December 16, 2015, Planning Commission workshop included a presentation on the collaborative planning process and evolution of the project proposal, a review of the Sustainability Implementation Plan, an overview of the Environmental Impact analysis, public testimony and Commissioner questions. 

The Planning Commission held its formal public hearing on the planning applications on January 6, 2016. The Planning Commission recommended that the City Council:
· Certify the project EIR (by 7-0 vote)
· Approve the Gateway / Olive Drive Specific Plan Amendment for West Olive Drive (by 6-1 vote).  The Commission suggested to Council that in the event that the Nishi project does not proceed, the West Olive Drive SPA should come back to the Commission for review. 
· Approve the General Plan Amendment for the Nishi Property (5-2 vote), provided that: (1) The Nishi project should not be occupied until connections to both UC Davis and West Olive Drive are constructed; and (2) Residential units shall not be sold (may be rented, however) until the outside air quality improves to acceptable levels, to a standard to be determined.
· Approve the Development Agreement, including Baseline Project Features for the Nishi Property (by 5-2 vote).  The two provisions of the General Plan Amendment above would also apply to the Development Agreement.  The Planning Commission recommended that these provisions be considered by the Finance and Budget Commission in their recommendations to City Council.  
· Approve the Prezoning and Preliminary Planned Development for the Nishi Property (by 5-2 vote).

The two dissenting commissioners cited concerns about air quality impacts on the residential uses as the key reason for their votes.

The provisions cited in the General Plan Amendment are changes from the Baseline Project Features provisions that were presented to the Commission at the meeting. Staff is proposing to consult with the City Council Innovation Center Subcommittee and return to the City Council with a recommendation on these components prior to the January 19th hearing.

4. Other Relevant City Council Actions
During the time that the applications have been processed, the City Council has taken other actions that are applicable to the review of Nishi Gateway. These include:

In July 2014, the City issued a Request for Expressions of Interest (RFEI) seeking proposals for development of Innovation Center(s) to provide jobs for Davis residents and revenue for City operations. Three proposals were received and two invited to submit formal applications. The City continues to process the application for the proposed Mace Ranch Innovation Center; public hearings are anticipated in 2016 to allow a Measure J/R vote in November 2016. On December 16, 2014, the City Council approved Guiding Principles for Davis Innovation Center(s), which were subsequently determined to be used as a guide for review of the Nishi Gateway proposal, as well (Attachment 8).

On September 15, 2015, the City Council approved land-use entitlements for a hotel conference facility at 1111 Richards Boulevard. The approval authorized removal of the existing University Park Inn and Suites and construction of a six-story 132-room hotel with structured parking and 13,772 square feet of conference space. 

On October 13, 2015, the City Council heard a presentation on the review process for the 2017-27 UC Davis Long Range Development Plan and directed staff to return with draft Guiding Principles for City participation in the effort (anticipated early 2016).

On November 17, 2015, the City Council gave direction to staff to proceed with improvements to the Richards Boulevard corridor. These include signal coordination, restriping, and construction of a median to restrict left lanes in and out of driveways on Richards for the gas station and coffee kiosk at the intersection of Richards Boulevard and Olive Drive. Construction is anticipated by mid-2016. The Council also directed staff to proceed with budgeting for a comprehensive corridor plan and for improvements to the Richards/I-80 interchange. The Project Study Report, with engineering analysis for the interchange improvements, should be completed in early 2016. Next steps would be final engineering, environmental review, and continued coordination with CalTrans prior to receiving an encroachment permit and putting the project out to bid. Construction is estimated for 2020.

VI. [bookmark: _Ref436385261]Project Analysis Based on City Council Project Goals and Guiding Principles for Davis Innovation Center(s)

The main analysis in this staff report is based on the City Council goals and principles applicable to the project. In October 2013, the City Council approved City-specific goals for planning the Nishi property and nearby UC Davis campus property as a mixed-use innovation district:
1. Jobs for Davis residents, space for Davis businesses, and furtherance of city-wide efforts to position Davis as an innovation hub;
2. High-density urban residential development near downtown and employment centers;
3. Improved appearance and function of the “front door” to Davis; 
4. Support for downtown Davis by providing customers for businesses, hotels, arts, and entertainment; and
5. Revenue generation to support city services throughout the community.

In addition to the City-specific goals for the mixed-use innovation district, the City Council approved Guiding Principles for Davis Innovation Center(s) (Attachment 8). These Guiding Principles were originally focused on the applications received as a result of the Request for Expressions of Interest issued for potential innovation centers. The City Council subsequently determined that the Guiding Principles should be used as a guide for review of the Nishi proposal, as applicable. 

Following the body of the analysis are summaries of the Environmental Review and Air Quality Issues (page 8), Entitlements Requested and Baseline Project Features (page 12), and Conclusion (page 15).

Principle 1: [bookmark: _Ref366224977]Density

Guiding Principle 1 speaks to the limited supply of land available in Davis, and the need to maximize density. A Floor Area Ratio of 0.5 is encouraged. The proposed project includes a FAR for the office/R&D parcels of 0.75 to 1.8 FAR, necessitating the General Plan Amendment text change envisioned in this principle (see discussion, page 12). Buildings would be three stories, with a combination of surface and structured parking. 

Residential density is anticipated 60-82 units per acre, also exceeding the otherwise-allowable density in the General Plan. Structures would be four to six stories, reflecting a development pattern more common on the UC Davis campus than in the City of Davis.
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The Guiding Principle also speaks to densification over time. Staff and the applicant are exploring mechanisms for phasing the development of parking over time, which has the potential of improving both sustainability/traffic implications, and development feasibility. The recommended planned development would allow buildings taller than the heights cited above, subject to a Conditional Use Permit.

Allowable densities in the West Olive Drive Commercial Service area are proposed to increase from 0.40 FAR to 0.50 FAR. Staff estimates this could accommodate an additional 55,900 square feet of office or retail development over time, as properties owners choose to proceed with redevelopment. 

In conclusion, staff finds that the proposal appropriately meets the expectations of this Guiding Principle. 

Principle 2: Sustainability

Guiding Principle 2 applies to sustainability. Components include Low Impact Development principles, minimal greenhouse gas (GHG) impacts, support for the goals of the Climate Action and Adaptation Plan (CAAP), and Ag Land Conservation / Open Space, plus other considerations.

In 2014, the City was awarded a grant of nearly $600,000 from the State of California Strategic Growth Council (SGC) to assist the City and project applicant with the planning and design of the Nishi Gateway Project with a focus on sustainability and green development. The grant application, prepared with Yolo County as a co-applicant and UC Davis as an active participant, scored the highest of any of the applications received during that funding cycle. The City contracted with Ascent Environmental to prepare both the sustainability plans and the EIR. Ascent’s subcontractors include Davis Energy Group (energy), Fehr & Peers (transportation), Cunningham Engineering (water and wastewater) and MIG (land planning).

In January, the Natural Resources Commission reviewed the Sustainability Technical Memorandum, which laid the groundwork for the sustainability analyses. The Memorandum included background information on City/UCD/County policies, as well as an analysis of opportunities and constraints for development of the Nishi Gateway. The Sustainability Framework included goals, objectives, and recommendations for further study in several goal areas, including transportation choices, high-performance buildings, and synergy with other design goals. 
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The Draft Sustainability Implementation Plan was released for public review, concurrently with the Draft Environmental Impact Report, in September. That document is at http://cityofdavis.org/city-hall/community-development-and-sustainability/development-projects/nishi-and-downtown-university-gateway-district/project-documents. The Natural Resources Commission made comments on the Sustainability Implementation Plan at its meeting in September, as did the Recreation and Park Commission. . Comments made at the Natural Resources Commission regarding the Sustainability Implementation Plan, and staff responses, are included as Attachment 12.b.

The Sustainability Implementation Plan addresses project components and recommendations on the topics of transportation , energy, water (including  wastewater) and open space / parks. Appendix F of the Sustainability Plan includes a list of the implementing actions and indicates who is responsible for carrying out the implementing action, the timing for when the action will be completed, and the mechanisms by which actions will be implemented and/or enforced. Responsible parties may include one or more of the following: the project applicant or subsequent developer(s); the City of Davis; and future employers, property managers, and building owners. 

The City has incorporated the technical studies and analysis from the Sustainability Implementation Plan into the project EIR where appropriate, and the implementing actions included as part of the sustainability implementation plan have been included within the EIR,  either as intrinsic project features (e.g., on-site structures would exceed 2013 Title 24 standards by 30%; rooftop and surface-parking solar facilities), because of their connection to and influence on overall project design, or as mitigation measures (e.g., traffic management plans, including educational and incentive programs for alternative transportation).

Staff has the following comments regarding compliance with this principle:
· Compliance with the Sustainability Implementation Plan is proposed to be incorporated into the requirements of the Preliminary Planned Development, Development Agreement, and Baseline Project Features for the Nishi development. Final entitlement documents will need to ensure that the project remains consistent with overall sustainability commitments and EIR parameters through buildout and continued operation, while allowing flexibility for adaptation in methodology with improvements in technology, policy, and social behavior. Specific sustainability commitments identified within the Baseline Project Features are:
· 4.9 MW photovoltaic (or equivalent, per Development Agreement)
· Buildings exceeding 2013 CalGreen standards by 30 percent
· 10 percent reduction in parking from current plan (192 fewer spaces); 
· Peak hour trip cap per the SIP (see Transportation section, below)
· This Guiding Principle speaks to 2:1 mitigation of agricultural land, as well as ag buffer requirements. The standard for ag buffers is not applicable to Nishi, because it is bounded by Interstate 80 and the railroad tracks. The Open Space and Habitat Commission noted the requirement that the agriculture mitigation land should have comparable or better soil quality and comparable or better irrigation water supply as compared to the agriculture land being developed.  Compliance will be verified  at the time the mitigation land is identified for preservation or in-lieu fees proposed, which would be required prior to any construction or conversion of the Nishi property.
· The Guiding Principle speaks to integration of open space and habitat opportunities with drainage systems and public access. This is consistent with the Open Space and Habitat Commission recommendation that passive recreation should be allowed in habitat areas, including the drainage basin, and the use of fences that restrict access should be minimized.
· The Guiding Principle speaks to parking and rooftops for energy generation (and possible green roofs). The Natural Resources Commission supported the greatest amount of photovoltaics possible. The Open Space and Habitat Commission expressed a preference for green roofs. However, the Recreation and Park Commission noted the need for recreational opportunities for residents in dense housing like that proposed for Nishi. The rooftops of residential buildings would be appropriate for patios and plazas. Final determination of whether specific rooftops will include photovoltaics, patios/decks, or green roofs will be made at the time of design review approval, considering other project sustainability commitments.
· The Draft Environmental Impact Report analyzed Greenhouse Gas emissions from the Nishi Gateway project. The DEIR found that GHG emissions would exceed the thresholds established by the Yolo-Solano Air Quality Management District, and there is no guarantee that the project would meet the Climate Action and Adaptation Plan (CAAP) goal of being carbon-neutral in 2050. Approximately 85 percent of the GHG emissions are from mobile sources (vehicle trips). Mitigation included a Transportation Demand Program, and MM 4.7-2a, a requirement each building be required to show progress on a trajectory toward carbon neutrality in 2050, based upon the year of construction. Even with mitigation, GHG impacts would be significant and unavoidable. 
· The Natural Resources Commission had an extensive discussion of the GHG impacts, potential for Zero Net Energy (ZNE) feasibility, and the goals of the Climate Action and Adaptation Plan (CAAP). In summary, the NRC concluded that the project is not consistent with the CAAP  goal of a carbon-neutral Davis in 2050 because the buildings are not ZNE from the time of construction, and the project is not guaranteed to follow the trajectory established in Mitigation Measure 4.7-2a even after construction, reaching zero GHG emissions in 2050.
· The SIP projects the capacity for 4.9 megawatts of photovoltaic capacity through PV on building rooftops and surface parking areas (see Appendix E, ZNE Feasibility Study). After reflecting proposed commitments to exceeding 2013 Title 24 energy code compliance by 30 percent, this amount of PV is estimated to meet approximately 85 percent of the electricity required for the site. Additional energy could potentially be created by installing photovoltaics over the detention basin or other open areas, or installing PV on the rooftop areas anticipated for garden terraces. The ZNE Feasibility Study Appendix to the SIP notes how the challenging regulatory environment discourages over-production of energy because of limited return on investment, and does not facilitate a structure where energy generation on one property can offset either tenants of multifamily buildings or owners of other properties. 
·  The Guiding Principle calls for “striving towards net-zero goals” and recognizes diminishing marginal returns on investment for energy-efficiency. The Guiding Principle notes that vehicle trips are the single highest contributor to GHG and a project that includes vehicle trip reduction, green building design, and striving toward net-zero goals is expected to address GHG concerns. The project has unusually large infrastructure obligations, including the connections to Old Davis Road under the railroad tracks, and to Olive Drive over the Putah Creek Parkway. As noted in the next section, there are also demands for revenue neutrality. Although off-site energy generation or GHG offsets may remain an option, the City Council may determine that the same resources might be better utilized toward public art, enhanced park and recreation areas, transportation improvements, or other public good. 
· The Guiding Principle calls for reductions of GHG to be an evolving goal that allows flexibility and adaptation over project lifetime. The trajectory established in DEIR Mitigation Measure 4.7-2a  is intended to reflect the assumption that there will be improvements in technology, policy, and social behavior at the state and global level that will reduce operational emissions for this project and for the community as a whole.
· The City of Davis has aggressive goals for sustainability, including a desire for carbon neutrality by 2050. At this time, however, it may not be possible to identify with precision the mechanisms to meet these goals, and evaluate aspects like economic implications. The Davis CAAP does not assign numeric carbon reductions to specific actions. Using the recently-adopted San Diego CAP as an example, the table of local, regional, state, and federal actions projects a 52 percent reduction of GHG from 2010 baseline (a 62 percent reduction from Business as Usual) by the year 2035.  Seventy-five percent of the reduction is anticipated to come from regional, state, and federal actions. Of the City of San Diego portion, over sixty percent is anticipated from Community Choice Aggregation or another program that increases the renewable energy supply – a similar effort to that being pursued here in Davis. A City Council decision on CCE is expected in March.

In conclusion, with significant sustainability commitments incorporated into the Development Agreement and Baseline Project Features, staff finds that the proposal appropriately meets the expectations of this Guiding Principle.

Principle 3: [bookmark: _Ref439951656]Transportation
(Reflects Goal 4: Improved appearance and function of the “front door” to Davis)

Principle 3 speaks to bicycle/pedestrian connectivity, as well as alternative transit, alternative fuel vehicle access, connections to neighborhoods, and alternative parking ratios.

Transportation and traffic impacts have been identified as the biggest challenge facing development of the Nishi property. Access to the site is constrained by I-80, the railroad tracks, and the Putah Creek Parkway.  Moreover, Olive Drive access to the property for vehicles involves travelling on the Richards Boulevard corridor, which can be congested, confusing, and unattractive. The preferred plan includes a grade-separated crossing of the railroad tracks to Old Davis Road on the UC Davis campus, but this crossing would require approval by the UC Regents within the context of a Long Range Development Plan update.

The proposed circulation network within the project is based on a grid street system, with a primary central roadway down the center and interconnected pedestrian and bicycle paths throughout the development to promote multimodal transportation choices. Onsite roadways would be one lane in each direction. On-street parking, eleven-foot travel lanes, and sharrows are anticipated for the main spine roadway, with stop-sign controls at two side streets. Parking areas and primary vehicular/loading circulation would be located in one of three areas: 
1. Along the perimeter of the Nishi site, adjacent to I-80 and along the railroad tracks; 
2. Underneath on-site residences; and 
3. Within a linear, on-site parking structure. 

The below rendering shows a view of the central spine street and plaza looking north, toward residential uses. The off-street path is adjacent to the spine.
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Proposed access points include a northeasterly access at Richards Boulevard via Olive Drive and westerly access point that would connect with Old Davis Road via an undercrossing at the UPRR line. 

The northeasterly access point would involve the improvement of an existing crossing of Putah Creek to allow for vehicular traffic from West Olive Drive to the Nishi site. To accomplish this, the existing earthen crossing (with a 12-inch culvert) that provides for pedestrian and bicycle traffic across the Putah Creek channel would be removed and replaced with a free-standing crossing (approximately 50 feet in width). The proposed crossing would be elevated to maintain pedestrian and bicycle access along the existing Putah Creek trail located on the channel’s western edge. Two existing structures (currently associated with Redrum Burger and Third Space Art Collective) along the southern edge of West Olive Drive are assumed to be removed to accommodate improvements to West Olive Drive as it approaches Richards Boulevard.

Nishi Gateway City Council Workshop
January 12, 2015
In addition to the new multimodal connections from Olive Drive and Old Davis Road, bicyclists and pedestrians would continue to have access to the site from the Putah Creek Parkway and its connections under Interstate 80 and the railroad tracks.
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Staff has the following comments regarding compliance with this principle:
· Chapter 3 of the Sustainability Implementation Plan addresses transportation and traffic management. This includes a series of implementing actions leading to a Development Agreement commitment of 415 maximum weekday pm peak hour auto trips entering or exiting all project parking facilities. The “trip cap” reflects a 10 percent reduction in project trip generation, which is intended to lower GHG emissions per capita as well as reduce impacts to the roadway system. These commitments have been reflected in the Environmental Impact Report and its Mitigation Monitoring Plan. A corresponding ten percent reduction in parking spaces is also proposed.
· The Draft Environmental Impact Report analyzed two equal-weight access alternatives: The proposed project with connections to Olive Drive and Old Davis Road, and “Access Scenario 2” with access from Olive Drive only. The DEIR found that the full-access Scenario 1 would have the following significant impacts under existing-plus-project conditions:
· Operations at Richards Boulevard and the driveway to the hotel would decline from LOS C to LOS F in the morning peak hour and from LOS E to LOS F in the evening peak hour. Richards Boulevard at the eastbound and westbound I-80 ramps would also decline to LOS F during the morning peak hour. Improvements to Richards Boulevard would restore LOS E.
· The roundabout at Old Davis Road would decline from LOS C to LOS E during the morning peak hour. This could be mitigated with improvement to the roundabout, which would be subject to approval by the UC Davis campus.
· The cumulative analysis in the DEIR assumed development of the Mace Ranch Innovation Center, Davis Innovation Center, General Plan Buildout, and the hotel conference facility. Under the cumulative-plus-project analysis, the intersection of Richards and Olive would decline from LOS E to LOS F in the evening peak hour. Intersections of Richards Boulevard at the hotel driveway, I-80 ramps, and Research Park Drive would also be LOS F during morning and evening peak – some with or without the project. Although the City’s General Plan explicitly allows LOS F for downtown intersections and the Richards Boulevard / Olive Drive area, this was identified as a significant impact. Improvements to the interchange, Richards Boulevard, and Olive Drive would restore operations at these intersections to LOS E or better. LOS F levels would occur at the intersection of First and D Streets, which is acceptable under the General Plan. 
· The Bicycling, Transportation, and Street Safety Commission reviewed the access components of the proposal on October 27, 2015. The Commission heard public testimony and complimented the bicycle facilities internal to the project. However, the Commission concluded that the proposed project does not meet this the Transportation Guiding Principle because there is not enough information about detailed plans and actual commitments.
· The Bicycling, Transportation, and Street Safety Commission found that the project must commit to a minimum of two entrances: Olive Drive and Old Davis Road. Similarly, the Economic and Planning Systems analysis of project economics (Attachment 13) noted that the time and complexity involved in accessing the campus without the train undercrossing likely constitutes a fatal flaw, as the project would be far less compelling as an Innovation Center without the close connectivity to the university. The current project proposal, including Development Agreement and Baseline Project Feature provisions, includes both accesses as requested by the BTSSC. The Baseline Features also reflect phasing commitments tied to improvements of the Richards Interchange, and a commitment that development on the Nishi property cannot go forward without UC Davis commitment to the grade-separated crossing to the UC Davis campus.   

In conclusion, given the commitments proposed for the Development Agreement and Baseline Project Features, especially the requirement for a commitment from UC Davis to the Old Davis Road connection, staff finds that the proposal appropriately meets the expectations of this Guiding Principle.

Principle 4: Work Environment 
(Reflects Goal 1: Jobs for Davis residents, space for Davis businesses, and furtherance of city-wide efforts to position Davis as an innovation hub)

Principle #4 speaks to elements of “work, live, play” that encourage an engaged and inviting workplace. Components of this principle include active evenings and weekends, healthy work environments and active outdoor spaces, and flexible business space. A main goal of the Mixed-Use Innovation District is to provide a location that fosters relations and communication between residents and workers; students and researchers; or “neckties and flip-flops.”

Staff has the following comments regarding compliance with this principle:
· The differing sizes of office/R&D structures (62,500 sf to 110,000 sf) is intended to provide a range of options for business size. Condominium subdivision or small-space lease of the buildings is anticipated. Complementing the “work” uses is the combination of rental apartments and condominiums. Ground-floor retail and recreation uses are anticipated in the apartment buildings (and possibly others) which will provide gathering spaces for employees and residents as well as increasing the vitality of the neighborhood.
· The Recreation and Park Commission has provided thoughtful review and comment of the proposed park and open space areas. The Commission concluded that the proposal is appropriately meets the Guiding Principle for Low Impact Development and Ag Land Conservation / Open Space. 
· A component of the land planning effort is preparation of Design Guidelines covering the non-residential, residential, and public components of the Nishi Property. The current draft of the Guidelines is at http://cityofdavis.org/city-hall/community-development-and-sustainability/development-projects/nishi-and-downtown-university-gateway-district. The intent of the Design Guidelines is to ensure goal is to ensure site improvements and new development on the Nishi property results in a well-defined, sustainable, beautiful and coherent environment that promotes livability, enhances economic development, and supports the sustainable innovation district goals of the project. Staff anticipates that the Final Design Guidelines will return to the Planning Commission for adoption concurrently with the Final Planned Development and Tentative Subdivision Map, if the project is approved by the City Council and the voters.
· Of particular concern to the Recreation and Park Commission was inclusion of sufficient active recreation areas, including turfgrass, to meet the needs of residents and employees. The Open Space and Habitat Commission, however, stressed a preference for native species for planting on the site. It should also be noted that the EIR mitigation measure for toxic air contaminants and ultrafine particles requires trees with the ability to filter the air during all seasons. Final selection of plant species will be confirmed through the Design Guidelines and review of improvement drawings. 
· Green Building principles, including daylight, are incorporated into the Sustainability Implementation Plan (see above). Ventilation is challenging because of the site’s proximity to Interstate 80. The SIP calls for fresh air ventilation with positive pressurization. 

In conclusion, staff finds that the proposal appropriately meets the expectations of this Guiding Principle.

Principle 5: Uses
(Reflects Goal 1: Jobs for Davis residents, space for Davis businesses, and furtherance of city-wide efforts to position Davis as an innovation hub and Goal 2: High-density urban residential development near downtown and employment centers)

Principle #5 speaks to reflecting a character that is uniquely “Davis” while reflecting very high aesthetic standards. Components include a mix of building forms and non-residential uses, some ancillary project-serving retail, hotel/conference uses, and limited-to-no warehousing and heavy truck deliveries. Components of this principle have been addressed in Principle #4 Work Environment, above.

Staff has the following comments regarding compliance with this principle:
· The site is not anticipated to be attractive to warehouse uses, or businesses generating heavy truck traffic. The small-scale development does not lend itself to warehouse or manufacturing uses. In addition, the costs of development and the proximity to the UC Davis campus will select for office-R&D uses willing to pay a premium for the access and visibility, rather than manufacturers or warehouse users making a budget-driven choice of location. 
· An extended-stay hotel has been evaluated as an alternative within both the environmental and the fiscal reviews. The Preliminary Planned Development establishes a hotel as a conditionally permitted use, subject to environmental and market analysis and Planning Commission hearing. The City has initiated a market analysis to determine the capacity for additional rooms in Davis; results of this analysis are anticipated in early 2016.
· Potential redevelopment of West Olive Drive and the downtown Core, which would be smaller-scale and more incremental than construction on the Nishi property, will provide additional spaces for businesses.
· The City’s RFEI and the Guiding Principles did not envision a mixed-use development, and do not speak to desired price and rent levels. The City’s inclusionary housing ordinance exempts both stacked-flat condominiums and vertical mixed-use residential projects, so the Nishi proposal would not be required to provide affordable housing under current policies. The Social Services Commission, however, recommended both rental and for-sale affordable housing be provided as a provision of the Development Agreement. Commissioners discussed the economic and fiscal implications of an affordable housing component, and concluded that their charge to support affordable housing necessitated such a recommendation. Staff notes that the range of unit sizes, reductions in resident energy costs, and support for “car-free” living may all reduce household expenses and increase overall affordability for residents. 
· The EPS analysis noted that nascent firms in need of incubation and acceleration may be more natural candidates for the Nishi site. Nishi will be an early bellwether for interest among industries seeking expanded access and affiliation with UC Davis researchers. EPS also found that high-quality, higher-density housing is succeeding in attracting professionals across multiple age cohorts throughout the region. Nishi’s renter-occupied housing, in contrast, is expected to be student-oriented, which aligns with its location near the university, carries great economic value, and will contribute vitality.

In conclusion, staff finds that the proposal appropriately meets the expectations of this Guiding Principle. 

Principle 6: Timing and Project Phasing

Principle #6 speaks to ensuring adequacy of resources to ensure completion of the development as well as timing of development with market demand.

Staff has the following comments regarding compliance with this principle:
· The infrastructure obligations for the Nishi site are extensive – and expensive – given the relatively small nature of the property. Development of the 47-acre site, as envisioned, requires improvements to Olive Drive, a roadway over the Putah Creek Parkway, and a grade-separated crossing to Old Davis Road. In addition, the City has high expectations for sustainability, quality of design, and park/greenbelt spaces. The discussion of the Transportation principle (beginning on page 13) outlines phasing commitments related to infrastructure improvements.
· Preliminary economic analysis by Andy Plescia and the Goodwin Consulting Group evaluated costs and benefits of development. The project economic analysis indicated that the proposed project may not be able to fully support the infrastructure required to serve it; in essence, an infrastructure funding gap of approximately $9.1 million may exist. A Community Facilities District could  potentially close that gap without materially affecting estimated property values. It should be noted that this evaluation did not assume either affordable housing or a hotel as part of the development. The Finance and Budget Commission will be discussing an updated analysis of project economics on January 11, 2016. The recommendations of the FBC will be provided to the Council at the December 12 workshop.
· The Development Agreement is anticipated to acknowledge the need for a Community Facilities District to provide the resources for backbone infrastructure, such as the connections to Old Davis Road and West Olive Drive. 
· The Andy Plescia analysis noted that the residential component of the development has a higher residual land value than the office/R&D components. The phasing plan in the Development Agreement should reflect the need to balance development feasibility with the City’s goals for a dynamic mixed-use project. 

In conclusion, given the commitments proposed for the Development Agreement and Baseline Project Features, staff finds that the proposal appropriately meets the expectations of this Guiding Principle.

Principle 7: [bookmark: _Ref439949288]Fiscal Consideration and Net Community Benefit
(Reflects Goal 4: Support for downtown Davis by providing customers for businesses, hotels, arts, and entertainment and Goal 5: Revenue generation to support city services throughout the community)

Principle #7 speaks to the desire of creating new revenues for the City, beyond project-based service costs. 

Staff has the following comments regarding compliance with this principle:
· As with the development economic analysis referred to with Principle #6 above, the fiscal considerations of the Nishi property are very different from that of a large-scale innovation center. The fiscal and economic analysis by Economic and Planning Systems (summary, Attachment 13) concluded that the Nishi Gateway development is estimated to produce an annual net General Fund deficit of approximately $78,000 at buildout, with $1,273,000 in revenues and $1,351,000 in service costs. The EPS analysis identifies “Managing for Fiscal Success” measures that could result in a fiscal surplus of up to $465,000 per year. The Finance and Budget Commission is scheduled to review the fiscal and economic aspects of the Nishi proposal on January 11, 2016 for its recommendation to the City Council on the adequacy of the analysis.
· The estimated annual net fiscal deficit for the Nishi project is attributable to two key factors: 1) the inclusion of residential units; and 2) an assumption of approximately 80,000 square feet of public/nonprofit space (20% of total nonresidential space). For this project, however, EPS concluded that the presence of housing is a positive attribute that will enhance the mixed-use character valued in innovation centers and will likely improve the internal economics of the project. Similarly, public/nonprofit space is estimated to be a net burden on a city’s General Fund because public/nonprofit uses are assumed to be exempt from paying property tax revenue and real property transfer tax revenue, and are not estimated to generate any onsite taxable sales tax revenue). However, this type of space has the potential to attract UC Davis-related users, capitalizing on the university’s research strengths and strengthening the local innovation ecosystem and local project economics. 
· The addition of a potential hotel project onsite may result in an annual net fiscal surplus for the City’s General Fund. However, EPS noted that the replacement of some R&D uses with a hotel in Nishi would need to be evaluated in light of the need to maintain a critical mass of Office/R&D space in the innovation center, which may be possible with an additional hotel, depending on specific project features. The recommended Planned Development zoning allows a hotel, subject to conditional use permit, in either the residential or non-residential part of the project. 
· Through the Development Agreement and Baseline Project Features, the property owner has committed to mechanisms for ensuring positive fiscal impacts for the City, such as offsetting any foregone property tax revenue to the City as a result of purchase or lease of the non-residential properties by the University of California. Staff also anticipates developer reimbursement of City pre-development costs under the cost-sharing agreement.

In conclusion, given the commitments proposed for the Development Agreement and Baseline Project Features, staff finds that the proposal appropriately meets the expectations of this Guiding Principle.

Principle 8: Facilitate Collaborative Partnerships and Provide Opportunities for Increased University and Research Engagement

Principle #8 speaks to facilitating technology and business development, and partnerships of the review and development process. 

Staff has the following comments regarding compliance with this principle:
· Exploring development of a Mixed-Use Innovation District on the Nishi site, West Olive Drive, and adjacent UC Davis lands has been a common goal of the City, UC Davis, and Yolo County for several years. The City and UC Davis, along with the property owner, provided funds for the initial land planning effort intended to spark the community conversation. The City and the County were co-applicant for the Strategic Growth Council grant, which provided resources for the sustainability and environmental studies. 
· The Davis Chamber of Commerce, Davis Downtown, and the Yolo County Visitors Bureau have identified the Nishi development and the Mixed-Use Innovation District as one of their highest priorities for the City to pursue.
· The Sacramento Area of Governments supported the SGC grant application and has stated that the project is supportive of all the blueprint principles (mixed use, compact development, housing choice, transportation choice, quality design, use of existing assets and natural resources conservation) (see letter, Attachment 15).
· The site’s location, proximate to downtown Davis and the UC Davis campus, lends itself to strengthening physical connections and economic partnerships between the City and the University. As the campus launches its Long Range Development Plan, development of the Nishi property and the grade-separated crossing are expected to be evaluated.

[image: ]

In conclusion, staff finds that the proposal appropriately meets the expectations of this Guiding Principle.

VII. [bookmark: _Ref436385269][bookmark: _Ref440009151]Environmental Review and Air Quality Issues
The Nishi Gateway Draft Environmental Impact Report (DEIR) was released September 10, 2015, for a 46-day review period ending October 26, 2015. The full DEIR is available online at the City’s website located at www.cityofdavis.org and through www.nishigateway.org.

The DEIR for Nishi Gateway provided a detailed analysis of the potential for impacts in 15 topical areas under multiple scenarios including: 
· Full project build-out; and
· Project build-out plus other cumulative growth (including the two Innovation Center applications, the hotel conference facility on Richards Boulevard, and General Plan buildout).

The DEIR evaluated the development of the Nishi property and the potential redevelopment of properties on East Olive Drive. The DEIR considered two scenarios for vehicular access to the Nishi site: an option with connections to both East Olive Drive and Old Davis Road on the UC Davis campus; and an option with access only to East Olive Drive. 

The DEIR identified adverse environmental impacts that may result from development of the project as proposed.  It also concludes that many of the identified impacts can be mitigated by specific actions called mitigation measures.  However, some of the adverse impacts are likely to occur even with implementation of identified mitigation.  These include impacts in the following areas:

· Agriculture (Impacts 4.2-1, 4.2-2, and 5.3.2) – Loss of farmland and cumulative loss of farmland (Nishi site)
· Air Quality (Impact 4.3-5) – Exposing residential receptors to diesel particulate matter and ultra-fine particles (Nishi site)
· Greenhouse Gas Emissions (Impacts 4.7-2, 4.7-3, and 5.3.7) – contribution to climate change and cumulative contribution to climate change through project-generated greenhouse gases (Nishi site and West Olive Drive); potential inconsistency with greenhouse gas reduction plans (West Olive Drive)
· Hazards and Hazardous Materials (Impact 4.8-5) – limited emergency access prior to  / without connection to Old Davis Road (Nishi site)
· Noise and Vibration (Impacts 4.11-1 and 4.11-5) – Impacts to residents from construction and railroad noise (Nishi site) 
· Transportation and Circulation (Impacts 4.14-1, 4.14-2, 4.14-6, and 5.3.14) – Impacts to local intersections and intersections within Richards Interchange area, and cumulative delays at local intersections (Nishi site and West Olive Drive); limited emergency access prior to  / without connection to Old Davis Road (Nishi site). (See specific discussion of traffic impacts within Guiding Principle #2, Transportation.)

During the DEIR comment period, the Planning Commission held a public meeting to take oral comments on the document. The Open Space and Habitat Commission; Natural Resources Commission; and Bicycling, Transportation, and Street Safety Commission submitted comments on the DEIR, as did three public agencies and eleven individuals. All comments on the Draft EIR have been addressed in the Final EIR (FEIR).

The FEIR  document incorporates minor amendments to the DEIR document in addition to the responses to all comments. The FEIR did not identify any new impacts or significant new information that would lead to recirculation of the document for additional public review. In addition to comments relating to the analysis in the DEIR, the City received comments on the merits of the proposal. These are being forwarded to the Council for its consideration it deliberates on the project applications. 

Staff notes that the Draft EIR and Mitigation Monitoring Plan impose three key sustainability mitigations on West Olive Drive properties: The Transportation Demand Program (MM 4.14-5), building construction on the GHG trajectory (MM 4.7-2a), and five-year GHG reporting (MM 4.7-2b). Staff is recommending the determine that these measures are infeasible, given the anticipated small-scale nature of future redevelopment activities in that area. 

As a reminder, the City has the ability to approve a project that will have negative impacts on the environment. The City is required to publicly disclose those impacts (the Draft and Final EIR documents) and make a determination that benefits of the project override the impacts via adoption of a Statement of Overriding Considerations (included in the EIR Findings and Statements of Fact document, which will be included in the packet for the January 19 hearing).

Air quality impacts and suitability of the Nishi site for residential development were the topic of much discussion at the Planning Commission hearing. In light of comments made at recent Planning Commission meetings, staff considered it important to provide some additional clarification regarding health risks related to air quality at the Nishi site and California Environmental Quality Act (CEQA) compliance. Impact 4.3-5, beginning on page 4.3-28 of the Draft Environmental Impact Report (EIR) for the Nishi Gateway Project, concludes that impacts related to land use compatibility with off-site sources of toxic air contaminants (TACs) and ultra-fine particulates (UFPs) would be significant and unavoidable. This impact determination is largely based on the lack of standards for “safe” levels of TACs and UFPs through establishment of an ambient air quality standard (National Ambient Air Quality Standards [NAAQS] and California Ambient Air Quality Standards [CAAQS]). The EIR requires the applicant to implement three separate mitigation measures that will reduce TAC and UFP concentrations within the buildings and on the site. Mitigation Measure 4.3-5a requires the applicant to locate all residential buildings as far as possible from I-80 with no structures in the southwest portion of the project site and to use the non-residential structures as a barrier between I-80 and the residential structures. Mitigation Measure 4.3-5b requires the establishment of a second vegetative barrier that will achieve a certain height within 15 years and further improve outdoor air quality conditions. Mitigation Measure 4.3-5c requires the applicant to include a state-of-the-art air filtration system within all on-site structures (residential and non-residential) that will remove no less than 95 percent of UFP from indoor air. All mitigation measures presented in this impact were developed in consultation with Dr. Thomas Cahill, who has spoken multiple times before the Planning Commission regarding the project.

As noted above, the final impact determination for Impact 4.3-5 was largely based on the lack of an established standard or accepted “safe” level of exposure to TACs and UFPs, as well as the inability to quantify the reduction in TAC and UFP concentrations that would occur with the structural and vegetative barriers. Dr. Cahill and other professors at UC Davis have done numerous studies regarding potential vegetative barrier and determined that, in general, fine needle conifer trees are more effective at removing TACs and UFPs. Additionally, Dr. Cahill has historically recommended California pepper trees or other “sticky” trees that could provide an effective barrier, similar to what is provided in Land Park in Sacramento, and that could be provided as part of Mitigation Measure 4.3-5b. 

With respect to interior air quality, it is also worth noting what the air filtration system required by Mitigation Measure 4.3-5c would achieve. For this, staff evaluated the on-site concentrations of fine particulate matter (PM2.5). PM2.5 was measured to be 26 micrograms per cubic meter (µg/m3) approximately double the established CAAQS and NAAQS thresholds of 12 µg/m3. Mitigation Measure 4.3-5c requires the filtration systems to achieve a minimal removal efficiency of 95 percent for PM10. A corresponding reduction in PM2.5 concentrations would result in an interior PM2.5 concentration of no more than 1.3 µg/m3, which is approximately 11 percent or 1/9th of the ambient air quality standards. In other words, interior air quality conditions would be very good.

However, the primary concern that staff have heard from the Planning Commission during consideration of this impact and the project, in general, relates to the air quality at the site. To answer that, some context is necessary. In terms of developable locations within Davis, the Nishi site, due to meteorological conditions, topographic features, and adjacent facilities (I-80 and secondarily the UPRR line), does warrant some consideration for potentially reduced air quality conditions. (Note: no monitoring of UFP conditions beyond the Nishi site is known to have been conducted within Davis.) However, potential health risks are not uncommon and can be handled effectively through planning, such as the three mitigation measures provided in the Nishi Gateway Project EIR.

According to the America Cancer Society, the lifetime probability of contracting/dying from cancer in the United States is 43.3%/22.8% among males and 37.8%/19.3% among females (American Cancer Society 2015). In other words there is a lifetime probability that over 430,000 per 1 million males and over 370,000 per 1 million females will develop cancer. This data is intended to provide perspective in evaluation of the incremental risk of an individual project. 
For additional context, staff consulted other air quality studies across the state that might provide some insight. The South Coast Air Quality Management District (SCAQMD), which regulates air quality conditions in the Los Angeles and Inland Empire, conducted a district-wide evaluation of air pollution health risks in 2014, finalized in May 2015. The average air pollution health risk (number of individuals per million who are likely to contract cancer) across the monitoring stations within SCAQMD jurisdiction was estimated to be 1,025 per 1,000,000 residents (SCAQMD 2015). The report also estimated that diesel particulate matter (DPM) represents approximately 80 percent of the total air pollution health risk or 820 per 1,000,000 residents. Long-term exposure to the diesel particulate matter on the Nishi site corresponds to an incremental cancer risk level of 235 in one million above the background level of cancer risk from TACs in the region. The unmitigated DPM health risk at the Nishi site was determined to be approximately one-fourth of that in the SCAQMD area.

It is also worth mentioning a recent California Supreme Court decision related to this type of impact determination and whether or not it is required under CEQA. The California Building Industry Association v. Bay Area Air Quality Management District decision  was released in mid-December 2015 and addresses the question of whether CEQA requires consideration of the impacts of hazardous environmental conditions on the future residents and users of the project, and whether certain CEQA Guidelines are consistent with CEQA statute on this matter. At one point, the court’s decision states that CEQA does not prohibit an agency from determining how existing conditions might impact future residents of a project (see footnote 12 on page 17 of the case), but seems to leave that to the discretion of the lead agency. As it applies to the Nishi Gateway Project, the court’s decision lends credence to the idea that the type of analysis presented in Impact 4.3-5, while representing good planning and concern by the City for the well-being of its residents, is not required under CEQA. None-the-less, the City is considering air quality impacts to be an important policy issue as addressed in the EIR, and intends to continue to consider the impact to be significant and unavoidable. Staff also notes that this is a conservative conclusion based upon the current regulatory environment, and continued improvement – such as has already occurred with respect to lead, diesel exhaust, and other contaminants – would result in reduction of anticipated impacts.

The Draft EIR for the 2016 SACOG Blueprint acknowledges the health risks associated with Toxic Air Contaminants and placing residential uses and other sensitive receptors near freeways and major roadways (including Interstate 80 through Davis). However, the Blueprint DEIR also notes that “The location and pattern of the proposed MTP/SCS growth is important, because it impacts travel behavior and provides a means to determine the impact of future vehicle emissions in the proposed plan area. A compact growth pattern served by an efficient and diverse transportation system provides the foundation to reduce automotive travel and increase walking, bicycling, and transit use—all of which reduce individual vehicle trips and associated VMT. Reduced VMT and vehicle trips are directly linked.” The DEIR further notes that “in order to achieve the greatest VMT reductions from a compact growth pattern, development also must necessarily be in close proximity to public transit and freeway and major roadway corridors.” The Blueprint DEIR proposes mitigation measures, but concludes that impacts are significant and unavoidable even with mitigation.

In conclusion, the analysis presented in the Nishi Gateway Project EIR acknowledges potential air quality conditions, provides mitigation measures to reduce potential health risks in excess of what is typically required under CEQA, and represents a collaborative effort between staff, its consultants, Dr. Cahill, and the Yolo Solano Air Quality Management District. Further, as evidenced by the examples provided above and in staff’s opinion, air quality conditions at the Nishi site while determined to be significant and unavoidable, as acknowledged in the Nishi Gateway EIR and above, do not represent air quality conditions that are unique or within which residences throughout the state do not or cannot exist.

VIII. [bookmark: _Ref436385273][bookmark: Applications]Entitlements Requested and Baseline Project Features
The project requests a series of entitlements sufficient to allow the City Council to place the General Plan Amendment on the June 2016 ballot. Documents related to the recommended actions are included as Attachments 3 through 6 to this report, and summarized below.

General Plan Amendment (Attachment 3)
The General Plan Amendment changes the designation of the Nishi property on the General Plan Land Use Map from Agricultural to a revised and updated University-Related Research Park designation. This designation has been part of the General Plan since adoption, but has not been previously applied to any properties in Davis. 

The current University-Related Research Park designation does not allow the Mixed-Use Innovation District envisioned for Nishi Gateway, because it prohibits residential uses. Proposed amendments allow residential uses in addition to the office/R&D uses, and increase the allowed intensity. The text change also removes the prohibition on commercial recreation uses, in furtherance of the Guiding Principle reference to “work, live, play.” Since this designation does not apply to other properties, the change would affect only the Nishi site.

In addition to the changes to the Land Use Map and URRP designation, the General Plan Amendment will include revisions to the figures for Street Classifications (Figure 16), Primary Bicycle Network (Figure 23), Park & School Sites (Figure 30) and Open Space (Figures 31A & 31B) that reflect the proposed project. These exhibits are being generated and will be included in the resolution being presented to City Council for adoption. 

The Agricultural land-use classification also includes parameters for consideration if development is proposed on the Nishi property. These are proposed for deletion, as they will be rendered obsolete by the recommended re-designation. Staff notes that these parameters (university-related uses, including housing; access assumptions; and ecological and new urbanism planning principles) have been incorporated in the review of Nishi Gateway and the City Council’s goals for the project. The assumption that vehicular access be provided solely from UC Davis has been determined to be infeasible, but the provision that the Putah Creek bicycle underpass remain restricted to bicycles and pedestrians is a component of the project.

As noted in the discussion of the Planning Commission action (page 6), the Commission voted 5-2 to recommend approval of the project entitlements. Commissioner dissenting cited concerns about air quality impacts on the residential uses as the key reason for their votes. Those Commissioners did support a motion to redesignate the property for University Related Research Park uses, without the residential component. As further discussed in the EIR and Air Quality section of this report (page 8), staff recognizes the air quality challenges of the site and supports the inclusion of the residential uses given overriding public policy objectives.

Development Agreement and Baseline Project Features (Nishi Property Only) 
The Development Agreement is a voluntary contract between the City and a Developer. It provides a vested right for development of the property, and establishes obligations of both parties. The City Council appointed a subcommittee of Mayor Pro Tem Davis and Councilmember Swanson to provide guidance to staff in negotiating a Development Agreement for the project.

The Negotiation Protocol for the Development Agreement (Attachment 9) sets five co-equal priorities for community benefit deal points. The Development Agreement does not supplant the expectation that projects will accomplish the objectives set forth in the Guiding Principles . The community benefit priorities are:
1. Strive for amazing and iconic design and physical features.
2. Accomplish innovation in design, innovation in infrastructure, innovation in operations innovation in culture.
3. Contribute positive fiscal and economic outcome for city/community.
4. Solve existing community problems; contribute to existing successes; support enhancement of what is already in place.
5. Extend the benefits of the project to the entire city in a broad, inclusive way.

For additional discussion of the Development Agreement, see Project Phasing, Transportation, and Fiscal Consideration sections. The Development Agreement will also reflect the Baseline Project Features required by Chapter 41 of the Municipal Code (Measure R). If the project is approved, these Baseline Project Features cannot be removed or significantly modified without subsequent voter approval. The list of Baseline Project Features presented to the Planning Commission is included as Attachment 2.  In summary, the draft Development Agreement and Baseline Project Features reflect the following commitments of the City and the Developer:

· Developer has a vested right to proceed in accordance with approvals and conditions
· Project Description, including residential units, non-residential square feet, parks and open space acreage, and possible hotel
· Phasing commitments, including no project without commitment to UC Davis connection and no occupancy until interchange improvements are completed
· Financial and sustainability commitments, including parking reduction, trip cap, 4.9 MW PV or equivalent, building, contributions to roadway improvements and connections, and net fiscal positive, with or without hotel
· Subsequent City review and approvals, including Tax-sharing Agreement with Yolo County (City Council); Subdivision, Final Planned Development, Design Guidelines, (Planning Commission); Sustainability Implementation Details (Planning Commission); and Impact fees, contributions, and credits (City Council)

The recitals of the pre-application cost-share agreement reflect a preliminary proposal that the City would receive title to, and become the developer of, the business park land in the Nishi project. How or whether this occurs will be determined by the City Council as part of the Development Agreement, reflecting the conclusions of the fiscal and economic analysis. The Finance and Budget Commission may offer a recommendation on this issue at its meeting on January 11.

Rezoning and Preliminary Planned Development (Attachment 5)
The Prezoning and Preliminary Planned Development establishes the allowed use of the Nishi property as PD #06-14 for a mix of residential and non-residential uses.

The Planned Development establishes permitted, accessory, and conditional uses for the Nishi Property, by sub-area. Highlights include: 
· Residential areas – Densities up to 90 units per acre are permitted. Small-scale retail is a permitted accessory use; conditional uses are as specified in the Residential High Density zoning district with the addition of hotels, structures exceeding the otherwise-allowable height limit, and retail uses larger than permitted uses.
· Research and Development – Provisions for local start-ups, technology-related, or other R&D-related businesses. Small-scale retail and structured parking are a permitted accessory use; conditional uses are as specified in the Residential High Density zoning district. Additional conditional uses include hotel and extended stay hotels, as well as structure exceeding the otherwise-allowable height limit.
· Open Space, Public Parks and Detention areas
· Surface parking areas

The Planned Development also includes placeholders for the Sustainability Implementation Program and Special Conditions of the Development Agreement, and for the EIR Mitigation Monitoring Program.

Setbacks and other development standards are to be established in the Final Planned Development (FPD), consistent with the Zoning Ordinance and City practice. The FPD is anticipated to return to the Planning Commission with the Tentative Subdivision Map, assuming City Council and voter approval of the General Plan Amendment.

Gateway/Olive Drive Specific Plan Amendment (West Olive Drive Properties Only)
The Gateway / Olive Drive Specific Plan Amendment (Attachment 6) updates the Commercial Service designation of the properties on West Olive Drive (with the exception of the parcel approved for the hotel conference facility) consistent with the analysis in the EIR. It adds “research and development” to the list of permitted uses, and increases the Floor Area Ratio for 0.40 to 0.50. The Amendment also updates the explanatory text that assumes widening of the Davis Subway tunnel. As a reminder to the Commission, the Specific Plan Amendment is not subject to the Measure J/R approval process. The City could make this amendment contingent upon voter approval of the Nishi component of the project. Staff believes the proposed changes to Olive Drive are warranted with or without Nishi, and recommends they go into effect either way. The Planning Commission suggested to Council that in the event that the Nishi project does not proceed that the West Olive Drive SPA should come back to the Commission for review.

IX. [bookmark: _Ref436385278][bookmark: Conclusion]Conclusion
In summary, staff recommends approval of the applications. Staff believes that the project appropriately integrates the City goals for economic development, housing, environmental sustainability, community character, and fiscal responsibility. Specific reasons for staff’s recommendations include:
· This site is identified as a priority development area in SACOG’s Sustainable Communities Strategy (see SACOG letter, Attachment 15). SACOG has concluded that the project is supportive of all of the Blueprint principles. Adding housing to meet the needs of community employees will help meet regional goals for VMT and GHG reduction. 
· The project has the potential for sustainability components stronger than any development in Davis. The Studio 30 report concluded the Nishi property has a walkable and bike-friendly location that lends itself to a dense, mixed-use development. Staff is comfortable that this proposal, particularly when balanced with a multitude of other policy objectives, appropriately contributes to city sustainability goals and takes the city in the right direction for new development projects.
· Housing and businesses on the Nishi property will provide customers for local businesses, particularly downtown merchants. 
· Internal open space and bicycle/pedestrian connectivity forms the backbone of the subdivision layout. The project includes a grade-separated connection to the Old Davis road on the UC Davis campus.
· Development Impact Fees from project can assist in contributions to improving operations of the Richards Boulevard corridor, and the project will not go forward until the connection to the UC Davis campus is assured.
· The project demonstrates unprecedented collaboration with UC Davis and Yolo County. The financial contribution from the State of California Strategic Growth Council to the sustainability and environmental reviews demonstrates the importance of this development to regional efforts in GHG reduction.
· [bookmark: _GoBack]EPS found that the total one-time impact of construction of the Nishi project is estimated at 1,000 jobs, $186 million of output, and $75 million of labor income in the Davis economy, while estimates for the Yolo County economy show 1,800 jobs, $329 million of output, and $130 million of labor income. The Nishi project is estimated to produce an ongoing economic impact in the Davis economy that totals between 1,500 and 1,800 jobs, $315 million and $385 million of output, and $89 million and $107 million of labor income.
· The provisions of the Development Agreement will address fiscal impact on the General Fund. 

Nishi Gateway represents a culmination of concerted community engagement, incorporation of community input, and ground-up integration of sound land use, urban design, and sustainability principles. The proposal successfully achieves a very difficult balance of multiple and diverse policy objectives. While it can be easy to get caught up in pursuit of perfection on any given issue, staff believes that the proposal appropriately integrates city goals for housing, economic development, sustainability, and community character.


Attachments
1. [bookmark: _Ref365977843]Draft and Final EIR (Delivered separately and at http://cityofdavis.org/city-hall/community-development-and-sustainability/development-projects/nishi-and-downtown-university-gateway-district/environmental-review.)
2. [bookmark: _Ref440008151]Baseline Project Features presented to Planning Commission January 6, 2016
3. [bookmark: _Ref365814983]General Plan Amendment Resolution (Nishi)
4. [bookmark: _Ref366056118]Development Agreement Form Document (Nishi)
5. [bookmark: _Ref365815438]Preliminary Planned Development (Nishi)
6. [bookmark: _Ref436574084]Gateway / Olive Drive Specific Plan Amendment Ordinance (West Olive Drive) 
7. [bookmark: _Ref365965099]Sustainability Implementation Plan (Delivered Separately)
8. [bookmark: _Ref436634196]Guiding Principles for Davis Innovation Center(s)
9. [bookmark: _Ref436385718]Negotiation Protocol for Development Agreements
10. Resolution 06-40 regarding implementation of Baseline Project Features
11. [bookmark: _Ref365889977]Preliminary Draft Design Guidelines (Delivered Separately)
12. [bookmark: _Ref365876235][bookmark: _Ref369162530]Commission Comment Summary
a. Consolidated commission comments on the merits of the applications
b. [bookmark: _Ref437593456]Natural Resources Commission comments on Draft Sustainability Implementation Plan
13. [bookmark: _Ref436560157][bookmark: _Ref439949193]Economic Analysis Summary 
14. [bookmark: _Ref436385744][bookmark: _Ref365899332]Fiscal Analysis Summary (Anticipated to be provided to City Council prior to the January 12 meeting.)
15. [bookmark: _Ref440014031]SACOG Correspondence

Note: General Plan Amendment, Preliminary Planned Development, and Development Agreement documents will be updated to reflect DA Commitments and Baseline Project Features. Updated versions, plus the CEQA Findings resolution and the resolution calling for election, will be included in the packet for the January 19 public hearing.

Staff report and attachments will be posted on the City’s website at 
http://cityofdavis.org/city-hall/community-development-and-sustainability/development-projects/nishi-and-downtown-university-gateway-district
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